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Dear  Commissioner  Crcimpton 


I  appreciated  the  opportunity  to  present  to  you    / 'faA 


and  your  Hearing  panel  our  report  entitled  Park  Plaza;  --v  .^ 
Public  Costs  and  Tax  Revenue  Benefits  to  the  City  of   v^ 
Boston. 


In  response  to  the  written  questions  of  your  panel, 
I  am  pleased  to  enclose  my  comments,  as  well  as  some 
additional  relevant  analyses  and  infornation. 


Sincerely  yours. 
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enclosures 


Alexander  Ganz 
Research  Director 


P.S.   I  am  also  enclosing  a  slightly  expanded  summary  of 
our  report  to  incorporate  some  of  the  main  ideas 
in  the  response  to  the  questions  raised. 
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1.  Question 

Isn't  it  reasonable  to  assume  that  many  of  the 
revenue  sources  projected  for  Park  Plaza  will  not  be  new 
to  the  City  of  Boston  or  the  State,  but  will  merely 
represent  relocation  within  these  jurisdictions? 
Comment 

Projected  net  new  revenues  assume  future  growth  in 
employment,  income,  and  population  in  the  City  and  in 
the  State.   In  the  past  decade,  Boston  gained  60,000 
ne\'^  service  activity  jobs,,  and  the  State  gained  300,000. 
For  the  future,  over  the  next  decade,  Boston  has  a  prospect 
and  potential  for  75,000  to  100,000  net  new  jobs,  and  the 
State  may  gain  another  one- third  of  a  million  jobs.* 
Boston  may  gain  50,000  population,  and  the  State  600,000. 
Per  capita  income,  measured  in  dollars  of  constant  value, 
could  rise  by  one-third.   Boston's  planning  and  development 
effort  is  based  on  these  growth  prospects. 


*  Boston  Redevelopment  Authority,  Research  Department, 
Boston's  Development  Prospects;   Commitment  to  the 
City's  Future,  January  1973. 
National  Planning  Association,  Center  for  Economic 
Projections,  State  Economic  and  Demographic  Pro- 
jections ,  Washington,  D.C. 
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There  is  no  assurance  of  growth  in  jobs,  income,  and 
population,  however,  without  a  forward  looking  urban  re- 
development effort  and  a  farsighted  State  approach  toward 
revitalizing  urban  infrastructure.   We  have  only  to  look 
back  to  the  record  of  the  1950 "s,  when  the  City  of  Boston 
was  in  full  decline  in  terms  of  population,  jobs,  income, 
and  property  values,  to  recognize  that  the  further  improve- 
ment in  the  quality  of  urban  life  in  Boston,  will  depend 
not  only  on  favorable  national  and  regional  trends,  but  also 
on  empathetic  City  and  State  planning  and  development  efforts, 

Our  recently  conducted  surveys  of  who  live  and  work  in 
the  new  residential  complexes  and  office  towers  show 
significant  proportions  coming  from  outside  Boston  and 
outside  the  State.* 

State  planning  policy  also  projects  job  growth  in 
Boston.   The  Regional  Framework  report  of  the  Boston 
Transportation  Planning  Review  sees  Boston  as  an  area  of 


* 

Thomas  O'Brien  and  Alexander  Ganz,  A  Demographic 
Revolution:   The  Impact  of  Office  Building  and 
Residential  Tower  Development  in  Boston,  Boston 
Redevelopment  Authority,  December  1972. 

Survey  Research  Center,  University  of  Massachusetts 
and  the  Joint  Center  for  Urban  Studies  of  M.I.T. 
and  Harvard,  "Survey  of  Characteristics  of  Tenants 
and  Workers  in  New  Residential  and  Office  Towers", 
Draft  Report,  June  1973. 
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concentrated  core  growth  within  the  metropolitan  region, 
both  in  response  to  prospects  and  potential  and  as  a  means 
of  avoiding  urban  sprawl. 

Until  recently,  population  growth  lagged  job  growth 
in  Boston,  due,  in  part,  to  the  shortage  of  housing  for 
middle  and  upper  income  families.   Recently  conducted  surveys 
of  residential  construction  underway  and  planned  suggest  a 
prospect  for  accommodating  some  of  this  demand. 

Park  Plaza  is  a  key  part  of  the  better  future  for 
Boston,  and  has  a  vital  role  in  revenue  generation.   Our 
recently  conducted  survey  of  capital  construction  in  progress 
shows  a  large  commitment,  public  and  private,  to  Boston's 
future.   But  a  major  share  of  the  planned  investment  is  in 
tax  exempt  categories,  -  medical  and  educational  institutions, 
and  city,  state,  federal,  and  semi-autonomous  agency  projects 
Park  Plaza  would  pay  substantial  taxes,  much  needed  by  the 
City  of  Boston. 
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2.  Question 

Could  future  prospective  growth  in  retail,  residential, 
and  office  development  be  accommodated  without  Park  Plaza, 
or  will  the  construction  of  Park  Plaza  itself  generate 
demands  which  would  not  occur  in  the  absence  of  Park  Plaza? 
Comment 

Capital  construction  underway  and  planned,  as  well  as 
longer  term  development  targets  for  the  City  Core  Area, 
go  well  beyond  the  goals  for  retail,  residential  and 
office  construction  in  Park  Plaza. 

But  Park  Plaza,  with  its  replacement  of  blight  in  the 
heart  of  the  City,  has  a  vital  role  in  the  "City  Core  Area 
Development  Plan",  now  in  an  advanced  stage  of  preparation. 
Successful  downtown  revival  and  development,  with  all  that 
this  means  for  jobs  and  income,  is  dependent  on  sequential 
development  processes.   As  part  of  the  high  spine  aspect 
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of  Boston's  urban  design  concept.  Park  Plaza  would  be  an 
important  signal,  to  private  market  forces,  that  Boston's 
downtown  redevelopment  is  going  forward.   In  the  absence 
of  Park  Plaza,  the  City's  plan  for  the  development  of  the 
Core  Area  would  be  set  back,  and  the  positive  thrust  of 
private  market  forces,  in  replacing  blight  and  obsolescence 
with  job  and  income  generating  redevelopment,  would  be 
blunted. 
3 .  Question 

Given  the  prime  location  of  the  property,  in  Park 
Square,  it  would  seem  unreasonable  to  assume  that  there 
will  be  no  construction  in  the  area  between  1974  and  2023, 
the  time  frame  for  the  cost-benefit  analysis,  if  the  City 
sponsored  Park  Plaza  project  is  not  adopted.   What  would  be 
the  cost-benefit  results  of  a  reasonable  hypothesis  of 
private  investment  in  the  Park  Square  area  in  the  absence 
of  urban  renewal? 
Comment 

The  hypothesis  of  no  new  construction  in  the  absence 
of  urban  renewal  is  not  unrealistic,  considering  (1)  the 
blighted  condition  of  the  area,  (2)  the  postwar  history  of 
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lack  of  construction  and  renovation  interest  on  the  part 
of  the  present  owners,  and  (3)  the  long-term  decline  in 
property  values  in  the  project  area.   The  assessed  value 
of  taxable  land  and  buildings  in  the  Parcels  A,  B,  and  C 
area  is  well  below  that  of  20  years  ago,  even  with  a  partial 
recovery  since  1965.   There  has  been  little  new  building  in 
the  area  in  recent  times.   Since  1960,  only  $1.2  million  of 
building  permits  have  been  issued  for  the  area,  and  this  was 
largely  limited  to  fire  damage  repair,  new  signs,  and  minimal 
fix-up  of  some  existing  structures.   As  far  as  the  operation 
of  the  private  market  is  concerned,  the  attractiveness  of 
the  prime  location  has  been  more  than  offset  by  the  con- 
ditions of  blight  and  the  perspective  for  further  deteriora- 
tion. 

Nevertheless,  for  illustrative  purposes  only,  a  hypothe- 
sis of  private  sector  development  without  urban  renewal  has 
been  prepared,  together  with  the  implications  for  public 
costs  and  tax  revenue  benefits.   it  should  be  emphasized 
that  there  have  been  no  seriously  sustained  proposals  along 
the  lines  described  below,  and  there  are  no  realistic  sets 


x-'ixv/  pn..! 


■:~ijO   orfta   srfj-   ao   j 


TJa   oci  buij    , 


_  7  _ 


conditions  under  which  the  investment  hypothesis  described 
below  is  likely  to  take  place  in  fact,  without  systematic 
removal  of  blight. 

In  this  hypothesis,  we  assume  the  construction  of  a 
major  office  building  of  600,000  square  feet  on  the  site 
now  owned  by  Eastern  Gas  Associates.   The  33,000  sqvaare 
foot  site  could  have  a  building  similar  in  size  to  the 
Keystone  Building,  if  zoning  is  approved. 

A  second  office  building  with  150,000  square  feet  of 
space,  might  be  built  on  the  site  currently  occupied  by 
the  Trailways  Bus  Company,  and  be  similar  to  the  One 
Washington  Mall  building. 

In  addition,  existing  buildings  would  be  renovated 
sufficiently  to  raise  assessed  value  by  one- fourth. 

Two  assumptions  on  gross  rental  income  were  adopted, 
ranging  from  a  square  footage  rental  of  $11.75  and  a  90 
percent  occupancy  rate,  to  a  rental  rate  of  $13.75  and 
an  occupancy  rate  of  95  percent.   Assessment  is  projected 
at  20  percent  of  gross  rental  income.   New  construction 
would  start  at  the  end  of  1974  and  be  completed  by  1977. 
Renovation  on  the  other  properties  in  the  area  would  be 
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started  and  completed  over  the  same  period. 

In  the  non-urban  renewal  "build"  alternative,  as 
described  above.  Parcels  A,  B  and  C  would  continue  to 
have  41  residents,  as  at  present,  the  number  of  workers 
would  rise  from  the  present  level  of  1,500  to  4,500, 
with  office  workers  displacing  bus  terminal  employees, 
and  other  land  uses  would  remain  the  same. 

Under  the  non-urban  renewal  build  alternative,  net 
tax  revenue  benefits  to  the  City  would  range  from  $2.2  to 
$2.5  million,  in  1983,  and  have  a  present  value  of  $30  to 
$34  million  over  the  period  1974-2023.   See  Table  1-9. 
These  net  revenue  benefits  to  the  City  of  Boston  would  be 
larger  than  that  in  the  case  of  a  no-build  alternative 
(see  Table  I-l) .     In  comparison  with  Park  Plaza,  however, 
net  benefits  under  a  non-urban  renewal  build  alternative 
would  be  only  one-third  as  large,  assuming  that  the  private 
sector  could  be  encouraged  to  invest  in  the  project  area 
without  removal  of  blight.  \^ 
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Table  1-9 


PARK  PLAZA; 
PUBLIC  COSTS  AND  TAX  REVENUE  BENEFITS; 
TWO  "BUILD"  ALTERNATIVES 


Non-Urban  Renewal 
Build  Alternative 
Parcels  A,  B,  &  C,  1983 
Direct  and  Indirect 
Tax  Yield  A 
Tax  Yield  B 


Public 
Costs 


Tax 
Revenue 

Benefits 


Net 

Benefits 


(Millions  of  Dollars, 
at  1973  Prices) 


1 
1 


4.3 
4.6 


2 
2 


II.   Park  Plaza,  1983 

Direct  and  Indirect 
Tax  Yield  A 
Tax  Yield  B 


6.0 
6.0 


12.2 
14.1 


6.2 
8.1 


III.  Non-Urban  Renewal 
Build  Alternative 
Parcels  A,  B,  &  C, 
1974-2023,  Present  Value 
Direct  and  Indirect 
Tax  Yield  A 
Tax  Yield  B 


31.6 
31.6 


61.3 
65.5 


29.7 
33.9 


IV.   Park  Plaza,  1974-2023 
Direct  and  Indirect 
Tax  Yield  A 
Tax  Yield  B 


69.0 
69.0 


149.3 
170.8 


80.3 
101.8 


Sources:  I  &  III 

See  Appendix  Table  X-1  &  X-2 
II  &  IV 

See  Tables  VI-1  and  VII-1 
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4.  Question 

Though  the  projected  increase  in  the  assessed  value 
of  property  in  adjacent  neighborhoods  might  raise  the 
property  tax  yield  to  the  City,  would  this  not  also  involve 
a  bidding  away  of  the  housing  of  low  and  moderate  income 
families,  thereby  signifying  housing  relocation  and  other 
public  costs,  apart  from  the  social  costs  entailed? 
Comment 

In  general,  growth  in  jobs,  income,  and  housing  will 

enhance  the  mobility  and  broaden  housing  choice  for  Boston's 
families.   This  is  what  growth  in  Boston  has  signified  in  the 

recent  past.   From  1960  to  1970,  the  number  of  poor  families 
in  Boston  was  reduced  by  one-fourth.   New  housing  construction 
of  25,000  dwellings,  since  1960,  the  equivalent  of  approximately 
10  percent  of  the  City's  housing  stock,  replaced  a  similar  volume 
of  demolished  housing. 

A  substantial  nvimber  of  new  dwelling  units  for  low  and 
moderate  income  families,  some  9,600  units,  are  under  construction 
and  planned.  The  City  is  marshalling  a  new  program  to  rehabil- 
itate an  even  larger  number  of  dwelling  units;  a  program  which 
may  ultimately  benefit  one  out  of  four  of  the  City's  dwellings. 
The  result  will  be  more  and  better  housing  for  low  and  moderate 
income  families,  not  less. 
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5.  Question 

If  capital  investment  in  Boston  is  rising,  in  relation 
to  the  1960 's,  is  Boston's  property  tax  base  not  expanding 
at  a  rapid  rate?   What  was  the  value  of  the  City's  tax  base 
in  1950,  1955,  1960,  1965,  1970  and  1972?   What  expansion  is 
projected  for  1975  and  1980  with  Park  Plaza?   Without  Park 
Plaza? 

Comment 

Capital  investment  in  Boston  has  been  rising  significantly, 
from  annual  rates  of  approximately  $600  million,  in  1960,  to  an 
estimated  $1  billion  in  1972,  with  the  revitalization  of  the 
City's  economy.   See  Table  1. 

The  assessed  value  of  taxable  property,  in  Boston,  fell, 
from  1950  to  1963,  when  the  City  was  in  general  decline  with 
large  losses  of  jobs  and  population.   See  Table  2.    Since 
then,  assessed  values  have  been  rising,  but,  only  modestly, 
from  $1,445  million,  in  1963,  to  $1,716  million,  in  1972, 
representing  a  growth  of  one-fifth  over  the  9-year  period. 
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Table  1 

CAPITAL  INVESTMENT,  PUBLIC  AND  PRIVATE,  IN  THE  CITY  OF  BOSTON 
1960-72,  ACTUAL;   AND  1975  AND  1980,  TARGETS 
(Millions  of  Dollars  at  1970  Prices) 


State, 

. 

City 

Federal  Government 

of 

And  Semi-Autonomous 

Year 

Total 
$585* 

Private 
$472* 

Boston 
$13 

Agencies 

1960 

$100* 

1961 

607 

487 

10 

110 

1962 

678 

550 

17 

111 

1963 

633 

497 

23 

113 

1964 

719 

575 

21 

123 

1965 

752 

600 

20 

132 

1966 

821 

661 

27 

133 

1967 

850 

665 

31 

153 

1968 

856 

678 

38 

140 

1969 

873 

683 

36 

154 

1970 

891* 

689* 

58 

144* 

1971 

940* 

715* 

73 

152* 

1972 

$1,000* 

$750* 

$82 

$168* 

Average  Annual  Rate  of  Investment 
1960-67        $706  $563 

1968-71        890  691 


1972 


1,000 


750 


$20 
51 
82 


$122 
148 
168 

$175 
210 


*  Estimated 

Source:   Virginia  Metcalfe,  Peter  Menconeri,  et  al.,  Boston 

Redevelopment  Authority,  Research  Department,  Boston ' s 
Development  Prospects;   Commitment  to  the  City's 
Future;   Report  of  a  Survey  of  Capital  Investment 
Projects  and  Programs,  Underway,  Planned  and 


Projected 

1975 

$1,262 

$975 

$112 

1980 

1,635 

1,270 

145 

Proposed,  January  1973 
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Sources:  Jonathan  Gordon,  Boston  Redevelopment  Authority, 
Research  Department,  Fiscal  Aspects  of  the  City 
of  Boston  Economy,  (Draft  Report) . 

Jonathan  Gordon,  Frederick  Pikielek,  et  al., 
Boston  Redevelopment  Authority,  Research 
Department,  Planning  for  Boston;   Public 
Facilities  and  Capital  Improvements;   The 
Record  1960-67;   The  Revitalization,  1968-72; 
The  Program,  1973-82,  (Draft  Report) . 

Virginia  Metcalfe  and  Peter  Menconeri,  Boston 
Redevelopment  Authority,  Research  Department, 
Investment  in  Boston,  Evolution,  Prospects, 
Potential,  Policy  Strategy,  Targets,  Program, 
(Draft  Report) . 
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Table  2 


ASSESSED  VALUE  OF  TAXABLE  PROPERTY, 
IN  THE  CITY  OF  BOSTON,  1950-72  ACTUAL, 
1975,  1980  and  1983  PROJECTED 
(Millions  of  Dollars) 


Year 


1950  $1,568 

1955  1,542 

1960  1,466 

1963  1,445 

1965  1,490 

1970  1,617 

1972  1,716 
Projected 

1975  1,955 

1980  2,835 


Sources:   Years  1950-1970  - 

City  of  Boston  and  County  of  Suffolk,  Auditing 
Department,  Annual  Report  1970,  Schedule  G-2 
Year  1972  - 
City  of  Boston  Assessing  Department 

Projections  - 
Boston  Redevelopment  Authority,  Research  Department, 
Planning  for  Boston;   Public  Facilities  and  Capital 
Improvements;  The  Record  1960-67;   The  Revitalization, 
1968-72;   The  Program  1973-82  (Draft  Report) . 
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A  large  part  of  Boston ' s  investment  does  not  show  up 
in  the  taxable  property  base.   This  comes  about  because  a 
major  share  of  the  City's  investment  is  made  up  of  (1) 
public  capital  improvements,  (2)  facilities  of  tax-exempt 
medical,  higher  educational,  and  philanthropic  institutions, 
and  (3)  tax-abated  non-residential  construction.   An  esti- 
mated 54  percent  of  the  City's  real  property  is  tax  exempt,  and 
this  share  has  been  growing. 

In  view  of  the  larger  levels  of  capital  construction 
presently  underway  and  planned,  and  longer-term  goals,  very 
substantial  new  investment  is  foreseen  over  the  next  ten 
years.   (See  Table  1.)   But  again,  major  components  of  the 
planned  and  projected  investment  will  be  made  up  of  capital 
construction  in  tax-exempt  medical  complexes  and  institutions 
of  higher  education,  public  facilities  and  capital  improve- 
ments, and  in  tax-abated  non-residential  coisfcruction. 

Even  so,  a  two-thirds  growth  in  the  assessed  value  of  tax- 
able property,  between  1972  and  1980,  is  anticipated.   See 
Table  2. 
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With  tax  abatement  under  Massachusetts  Law  121A,  Park 
Plaza  would  add  an  estimated  $52  million  to  the  assessed 
value  of  taxable  property.   This  would  be  equal  to  23  percent 
of  the  growth  in  assessed  values  actually  experienced  from 
1963  to  1972,  and  5.5  percent  of  the  growth  projected  in 
the  1972-80  period.    Of  course,  the  projected  growth  of 
the  assessed  value  of  taxable  property  in  Boston  is  con- 
jectural, and  dependent  on  Park  Plaza  and  its  significance 
for  City  development,  in  part. 
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SUMMARY 

A  just  completed  study  by  the  Research  Department  of  the 
Boston  Redevelopment  Authority  finds  that,  from  the  point  of 
view  of  tax  revenue  benefits  and  public  costs,  Park  Plaza  would 
make  an  important  contribution  to  the  fiscal  health  of  the  City 
of  Boston,  very  substantially  greater  than  that  provided  by 
Parcels  A,  B,  &  C  without  Park  Plaza. 

Net  tax  revenue  benefits  to  the  city  would  range  from 
$43  million  to  $102  million,  over  the  50  year  projected  period 
of  acquisition,  construction,  completion,  and  useful  life  of 
the  project,  measured  in  terms  of  discounted  present  value. 
The  projected  net  tax  benefit  yield  would  vary  in  accordance 
with  the  inclusion  of  indirect  benefits  and  costs,  as  well  as  the 
assumption  on  tax  yield. 

Without  Park  Plaza,  net  tax  revenue  benefits,  over  the 
same  period,  would  be  very  substantially  less,  -  varying  from 
$9  million  to  $17  million,  in  terms  of  discounted  present  value. 

In  the  first  year  after  completion,  scheduled  for  1983, 
Park  Plaza  will  provide  net  tax  revenue  yields,  to  the  city, 
ranging  from  $3.5  to  $8  million.   This  net  yield  contrasts  with 
that  of  only  $0.5  million  produced  by  Parcels  A,  B,  &  C  at  the 
present  time. 
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Even  in  the  period  of  property  acquisition,  construction, 
and  completion,  1974-1983,  Park  Plaza  will  yield  substantial 
net  additional  tax  revenue  benefits  to  the  City  of  Boston,  over 
and  above  the  anticipated  return  of  Parcels  A,  B,  &  C  without 
Park  Plaza.   Under  the  development  strategy  for  Park  Plaza,  the 
yield  of  property  taxes  on  new  construction  will  much  more  than 
compensate  for  the  declining  tax  payments  on  existing  properties 
as  structures  are  demolished. 

Park  Plaza  would  provide  a  large  spin-off  of  net  tax  revenue 
benefits  to  the  state. 

Park  Plaza  would  be  doubly  innovative.   It  would  demonstrate 
the  feasibility  of  urban  redevelopment  without  Federal  funds 
for  lend  cost  vnrite-down,  and  it  would  show  that  this  could  be  done 
while  advancing  net  tax  revenue  benefits  to  the  City. 

Park  Plaza  is  designed  to  capture  some  of  the  prospective 
State  and  metropolitan  region  growth  in  jobs,  income,  popula- 
tion and  housing  for  the  City,  thereby  reinforcing  the  process 
of  revitalization  underway  for  a  decade  now.   Park  Plaza  is  a 
key  part  of  a  larger  downtov^m  Plan,  and,  because  of  its  prime 
location,  has  an  important  sequential  role.  .'  A  non-urban 
renewal  "build"  alternative  would,  at  best,  yield  only  one-third 
of  the  net  revenue  benefits  of  Park  Plaza.   Even  so,  such  an 
alternative  is  unrealistic  in  view  of  (1)  the  history  of 
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lack  of  new  investment  interest  on  the  part  of  present  owners, 
(2)  the  long-term  decline  in  property  values  in  the  project 
area,  and  (3)  the  deteriorating  blighted  condition.   Through 
its  contribution  to  growth  in  jobs,  income  and  housing.  Park 
Plaza  would  advance  the  mobility  and  di  oice  of  Boston's  low 
and  moderate  income  families. 
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